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NORWAY - KEY ECONOMIC INDICATORS 


Unless noted, annual values in millions of U.S. dollars converted at 
1983 average exchange rate of $1.00 = NOK 7.30. End of period data 
converted at exchange rate prevailing on that date. (Dec. 1983: 
$1.00 = NOK 7.72; Dec. 1984: $1.00 = NOK 8.90) 


INCOME, PRODUCTION, EMPLOYMENT 
% Change 1984 % Change 
1983 From 1982 Est. From 1983 
GNP Current Prices 55°, 037 1756 60,600 10.2 
GNP Constant (1983) Prices 55,037 Se 56,902 4 
Per Capita GNP, Current Prices 
(U.S. $) 13,313 Te.a 14,630 .9 
Gross Fixed Capital Formation 
(1983 Prices) 13,792 ; 15,434 
Private Consumption (1983 Prices) 26,367 j 26,766 
Indices: 
Manufacturing Production, Excluding 
Oil and Gas (1975=100) 96 3 97 
Average Industrial Wage (1979=100) 144 
Oil and Gas Production, Million 
Tons of Oil Equivalents 56. ‘ 60. 
Labor Force (Thousands) 1,722 d 
Unemployment Rate (Percent) x i 
Registered Unemployment 63,541 
Population (Thousands) 4,134 


MONEY AND PRICES 


Money Supply (M2 as of 2nd Qtr.) 29,311 
Commercial Overdraft Rate at 

Year End aS) 
Consumer Prices (1979=100) tS2: 
Wholesale Prices (1981-100) 113 
Average Exchange Rate, NOK per U.S.$ 7. 


BALANCE OF PAYMENTS AND TRADE 


Net Gold and Foreign Exchange 

Reserves (12/31) 5,108 -9., 5,618 10. 
External Central Government 

Debt (12/31) 1,325 -62. 132 -88. 
Balance of Payments, Current 

Account 1) 2,230 28. 3,374 Si. 
Balance of Goods and Services 1) 4,467 60. $337 19. 
Exports, FOB 1) 18,235 15; 18,859 3. 

% to U.S. ‘2 N/A $.3 N/A 
Imports, CIF 1) 13,960 0.7 13,914 -0.3 

% from U.S. 8.8 N/A N/A 


l)Average 1983 and 1984 dollar exchange rates, respectively. 
Sources: Central Bureau of Statistics, Bank of Norway, Ministry of 
Finance, Embassy Estimates 





In the current economic recovery, export-led growth in raw materials 
and semi-finished products has been more vigorous and longer lasting 
than in previous business cycles, while more finished goods have 
lagged longer and picked up more slowly. This is primarily due to 
continued weak domestic demand and only slow improvement in export 
competitiveness. Gross national product will be up 3.4 percent in 
1984, but only 0.9 percent in 1985, according to official 
projections. Most of the slowdown is because offshore petroleum 
output will not be higher next year. Registered unemployment was 
down to 3.5 percent towards the end of the year, thanks in large 
parts to government support measures. Capital spending in 
manufacturing, up 15 percent in 1984, may show the same growth next 
year, spurred by hefty profits in export-oriented industries. 
Inflation continued to fall during the summer and fall, to six 
percent in November, the lowest twelve-month increase in five 

years. In 1985, the government hopes to limit price and wage 
increases to six and five percent, respectively. Private 
consumption appears to be emerging from a three-year lull, with 
moderate growth in most categories. Imports as well as exports 
increased substantially in 1984, both in volume and in Norwegian 
krone. Offshore oil and gas exports reached a new record, and 
accounted for more than one-half of goods exports. Boosted by the 
high dollar--the contract currency for most of Norway's goods and 
services sold abroad--the current account balance reached a record 
surplus this past year. Imports are projected to continue to rise 
in 1985, while exports may be somewhat lower, but a surplus is again 
likely. The government's 1985 budget is seen as somewhat 
expansionary, reflecting the interests of the two smaller government 
coalition parties and the upcoming national elections next fall. 

The Norwegian stock market remains buoyant, with record trading in 
new issues. Significant foreign purchases of Norwegian bonds 
represented a new feature in the domestic bond market in 1984. Bank 
lending exceeded the government's target the first eight months of 
the year, but domestic liquidity may not have grown inordinately; 
some of the increase was at the expense of other credit sources. In 
spite of the continued high dollar value, which reduces the sales 
potential of many goods, Norwegian offshore and mainland industries 
continue to offer markets for selected U.S. products offering 
technological advantages. 





MAIN IMPORTS FROM THE UNITED STATES JANUARY-SEPTEMBER 1983 AND 1984 


(IN MILLIONS OF DOLLARS) 
(1.00 DOLLAR = NOK 7.23 [1983]; NOK 8.15 [1984]) 


JANUARY - SEPTEMBER 
1983 1984 


Industrial Machinery Lobee 12203 
Office Machinery, incl. Data 

Processing Equipment 2. 120. 
Soybeans oy 46. 
Scientific and Tech. Instruments 36. 36. 
Chemicals 38. Shs 
Petroleum 40. Sia 
Fruit and Vegetables 16. Poi. 
Grains 14. 22; 


TOTAL 885. 
I. CURRENT SITUATION AND ECONOMIC TRENDS 


CYCLICAL UPTURN DEVIATES FROM NORMAL PATTERN 


The growth Norway has enjoyed for nearly two years has differed 
somewhat from the pattern in previous business cycles. Strong 
foreign demand for raw materials and semi-finished products led the 
way, as usual. The growth in these largely export-oriented 
industries (metals, chemicals, pulp and paper) has been more 
vigorous and longer lasting, while more finished manufactures (food, 
textiles, furniture) have lagged longer and picked up more slowly. 
Continued weak domestic demand and slow improvement in export 
competitiveness are to blame. Investment in domestic manufacturing 
is finally resuming, albeit somewhat behind the business cycle 
curve; next year's planned 15 percent increase in capital spending 
will come after the cycle's peak. Gross National Product (GNP) is 
projected to grow 3.4 percent in 1984, but only 0.9 in 1985. This 
slowdown is due to a levelling off in offshore hydrocarbon 
production following two years of hefty increases as new production 
platforms and fields came on stream. Furthermore, the high 
investments in some production systems now in place boosted overall 
growth. Norway's offshore activity continues apace, but since the 
relatively few (and large) fields start up in spurts, the growth in 
output and investments is not even. Drilling rig and pipe-laying 
activity, high in 1984, will also be lower in 1985. 
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FOREIGN DEMAND CONTINUES TO PROP UP MANUFACTURING 


Manufacturing output in September stood at 2.8 percent over the 
previous year, and 1984 will show the best overall results since 
1979. Manufacturing for export was up 8.9 percent; that in 
industries competing with imports 1.9 percent; and sheltered 
industries showed no growth. Foreign demand for some metals has 
slackened lately, but stock rebuilding may sustain production enough 
to extend the already longer-than-usual upturn. No significant 
increase in the output from less export-oriented industries is 
foreseen in the near future. Investment goods have stagnated, in 
part because offshore investments have reached one of their cyclical 
peaks. New orders for capital equipment are still flat, but a 
recent investment survey shows capital spending is up and will 
continue to grow next year. 


Offshore oil and gas output (roughly 60 percent oil) is projected to 
reach about 60 million tons of 01il equivalents in 1984, a record 


which will probably not be surpassed before new capacity comes on 
stream in 1986. 


HIGHER PROFITS BOOST CAPITAL SPENDING PLANS 


Although capital goods output has not risen, overall investments in 
manufacturing rose 15 percent in volume in the course of one year, 


according to an industry survey. The increase was largely accounted 
for by metals and pulp and paper producers, whose sales revenues 
grew by 50 percent and 35 percent respectively in the preceding 
year. The survey predicts the same growth in investments in 1985, 
about 15 percent in volume, led again by metals and pulp and paper. 
However, it appears any new production capacity may not come on 
stream until demand in the current cycle for these products has 
peaked. Investments in hydroelectric power, until recently an area 
of growth, will drop in 1984 and 1985. Housing starts will decline 
to about 27,000 units in 1984 and 1985, compared with an average 
36,000 in the preceding five-year period. This decline has been 
offset somewhat by an increase in the floor area per unit. Building 
starts other than housing increased nine percent in the first eight 
months of 1984. Part of the increase in capital spending in 
manufacturing has gone into this construction. 


Investments offshore increased by 16 percent, according to a 
September survey, totalling 4 billion dollars. The level of 
activity is overstated, however, because the nearly two-billion 
dollar Statfjord C platform was recorded as investment only when 
towed out to the production site in June. Ula field development and 
work on the Ekofisk water injection project are expected to help 
Maintain this high investment level. In 1985, however, recorded 
offshore investments will decline, maybe as much as 25 percent. No 
large production platform is due for tow-out, and the level of 
activity on Statpipe and its related onshore facilities will be less. 





MODERATE PRICE AND WAGE INCREASES 


The rate of inflation as measured by the consumer price index (CPI) 
continued to fall during the summer and fall, to 6.0 percent on an 
annual basis in November, the lowest twelve month increase in five 
years. Underlying trends, however, indicate continued pressure on 
prices in the coming winter months. Higher import prices and the 
full effect of wage settlements are the main culprits. The average 
price increase (CPI) for the year (1984) will be a little under 6.5 
percent, nearly 1.5 percent above the average of Norway's principal 
trading partners. 


The government's goal for 1985 is to limit the CPI rise to less than 
6 percent; average wage increases to 5 percent. Hourly wages in 
manufacturing were up 7.4 percent in the first half of the year, 
compared with the corresponding 1983 period. Wage drift, i.e. 
increases given by individual companies or units over and above the 
comprehensive national settlements, accounted for about 5.5 
percentage points of the total. Thus the national wage negotiations 
between labor and management in manufacturing have essentially been 
reduced to negotiating the margin between a pre-determined wage 
increase target (set at 5.9 percent by the government in last 
spring's negotiations) and projected wage drift. Only marginal 
increases were negotiated for manufacturing in last spring's round. 


Wages in manufacturing are projected to rise about 7 percent in 
1984, and unit labor costs (adjusted for productivity gains) by 3.5 
to 4 percent. The average unit labor cost increase for Norway's 
major trading partners will be about the same (or perhaps less.) 

The Bank of Norways “technical” devaluation last summer will help to 
keep Norway's relative unit labor costs nearly unchanged this year 
(adjusted for exchange rate developments). 


UNEMPLOYMENT PICTURE IMPROVING 


About 20,000 new jobs (one percent of the labor force) have been 
created in the past year, primarily in the private and public 
service sectors. Resumed economic growth has failed, however, to 
create many new jobs in manufacturing. One reason is that most of 
the demand has been for goods from capital intensive industries 


which have been able to expand output with little or no additional 
manpower . 


Unemployment has been running at just under 4 percent (registered), 
but dropped to 3.5 percent by the end of November. Much of the 
decline was attributable to increased government measures to combat 
unemployment. Some estimate that without these measures, 
unemployment would be nearly 6 percent. These government programs 
will cost 350 million dollars in 1984. The number of unemployed 
appears to have stabilized this past year at 65,000-70,000, but 
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indications are that it is dropping (58,300 registered at the end of 
November) and will be lower in 1985. Furthermore, the number of 
people laid off and incidents of curtailed working hours have 
dropped, and vacancies reported to employment offices are higher. 


PRIVATE CONSUMPTION UP MODERATELY 


Retail trade began to pick up a little more than a year ago, after 
three poor years. The prolonged lull was in part due to lower 
prices in Sweden (and Finland) and losses to domestic businesses 
from this border trade. These price differentials have shrunk, and 
quotas have been established for personal meat imports, reducing 
border trade. In January-June, the volume of retail trade was up 
2.4 percent over the first half of 1983. 


Growth in consumer services appears to be less vigorous than earlier 
in the year. Although charter package tours -- mainly to the 
Mediterranean and the Canary Islands -- will hit an all-time record 
of over half a million passengers by the end of 1984, the total 
level of outward bound tourism has stagnated. According to the most 
recent government forecasts, the volume of private consumption of 


goods and services is projected to grow 1.5 percent in 1984 and 2.4 
percent in 1985. 


FOREIGN TRADE AND BALANCE OF PAYMENTS: RECORD SURPLUS 


The trade surplus on goods will reach 4.9 billion dollars this year, 
and a 3.9 billion dollar surplus is projected for 1985. After net 
transfers and interest payments, the current account surplus will be 
about 3.4 billion dollars in 1984. The government projects imports 
to rise 2.8 percent (in volume) in 1985, while exports are expected 
to fall by 1.4 percent, mainly because of a reduction in offshore 
petroleum exports. 


Both imports and exports (including ships and drilling rigs) have 
shown relatively strong growth this year. Measured in Norwegian 
kroner, the value of imports in the first ten months was 15.6 
percent higher than in the corresponding 1983 period, while exports 
were up 17.5 percent. Volume increases (excluding ships and 
drilling rigs) were also substantial; price increases accounted for 
only 3.5 percentage points of the rise in imports and 8.6 percent 
for exports. Terms of trade thus improved by over 5 percent in the 
first three quarter of 1984 due, in a large measure to the high 


dollar exchange rate (many of Norway's exports are priced in 
dollars). 


Import growth was led by raw and semi-finished materials. Consumer 
goods, including food products, textiles and clothing recorded more 
moderate growth. Capital goods imports started to pick up towards 

the end of 1983, and announced capital spending plans suggest such 

imports will continue to grow well into 1985. 





Exports of raw and semi-finished products continued to be strong, 
but at a slower pace than in 1983, partly because some of the 
industries have been producing near capacity. Furthermore, an 
increase in inventories indicates that demand for some metals may 
have begun to weaken. Exports of more finished products (machinery, 
furniture, transport equipment) finally picked up in the summer and 
fall months. Exports of offshore oil and gas amounted to 7.7 
billion dollars during the first ten months, and accounted for the 
first time for over half of total exports (including ships and 
drilling rigs). 


THE GOVERNMENT'S 1985 BUDGET 


The 1985 government budget is somewhat more of a compromise package 
than last year's, reflecting the views and policies of the two 
smaller parties in the government coalition headed by the 
Conservatives. It is also a little more expansionary, and increased 
spending plans for employment, health and education reflect to some 
extent the priorities the government believes it should emphasize in 
view of the national elections next fall. The budget contains some 
additional (though limited) personal and corporate tax relief. 
Revenues will again outpace expenditures before loan transactions, 
resulting in a projected operating surplus of 925 million dollars. 
After loans to state institutions, including state banks, the 
central government borrowing requirement will be 2.6 billion 
dollars, compared with 2.2 billion dollars in 1984. Criticism of 
the budget from most interest groups has been somewhat less than 
last year, although the opposition Labor Party has focused on what 
it describes as the government's failure to combat unemployment 
sufficiently and to meet an increasing need for social services, 
especially health care. 


BUOYANT STOCK AND BOND MARKETS 


The Norwegian stock market has continued to set price and volume 
records. A total of 550 million dollars in new issues is expected 
for 1984; the figure was only 60 million dollars in 1980, and the 
increase represents a sorely needed strengthening of equity by both 
industrial and trading firms. Total turnover (in value) of shares 
may reach 2.2 to 2.5 billion dollars, compared with 960 million 
dollars in 1983. Easing of capital market restrictions and 
relatively high Norwegian interest rates led to strong demand from 
foreigners for Norwegian government bonds and other domestic bonds 
quoted on the exchanges. By November 15--when the government 
temporarily suspended sales of Norwegian bonds to foreigners due to 
an undesired influx of capital--total bond sales to foreigners 
(primarily Germans, Swiss and Austrians) had reached 625 million 
dollars. The secondary bond market functions somewhat better than 


previously, and bond interest rates are still high by international 
standards. 





MONEY AND CREDIT 


Until recently, the Norwegian authorities imposed direct ceilings on 
lending and excercised a variety of controls over interest rates. 

In addition, the regulation of the money and securities markets was 
stringent. A gradual process of liberalization, beginning in 1980, 
was furthered in 1984 with the removal of direct controls on bank 
lending, the elimination of mandatory bond holdings by commercial 
and savings banks, and an easing of certain other regulations. Even 
so, most interest rates continue to be tightly controlled. The 
Ministry of Finance is currently jawboning banks into rolling back 
bank lending charges (effective interest rates and commissions), to 
maximum rates stipulated by the government. 


Total growth in money supply in 1984 will be about 12 percent 
(higher, if domestic sources only are taken into account). The goal 
is 10.7 percent for next year. Bank lending so far this year has 
been far above the government's target level. By October, lending 
growth was nearly 700 million dollars more than the guidelines, even 
after two upward adjustments in the target. Much of this increase 
resulted from banks taking on loans previously extended by 
non-banking institutions (so-called gray market loans from private 
non-bank finance companies, some of which are owned by banks), when 
credit regulations on banks were more strict. Consequently, total 
credit expansion was not as sharp as the figures seem to indicate. 
Nevertheless, there is still a strong demand for credit. 


II. IMPLICATIONS FOR THE UNITED STATES 


The United States ranks fourth (after Sweden, FRG and UK) among 
Norway's suppliers. Imports from the U.S. totalled 1.2 billion 
dollars (by Norwegian statistics) in 1983, a drop of 1.6 percent, 
(due mainly to the strong dollar). During the first three quarters 
of 1984, American exports to Norway picked up again, by 12 percent, 
reflecting the economic upturn in both countries. Norwegian exports 
to the United States in the same period increased 75 percent. This 
dramatic improvement was in part due to higher volumes, but much of 
it also reflects the fact that many of Norway's export commodities 
are contracted for in U.S. dollars, and the dollar continued to 
strengthen vis-a-vis the krone. 


Even with increasingly sophisticated Norwegian expertise, the 
offshore oil and gas industry needs the best in U.S. technology, 
goods and services to cope with difficult conditions. In spite of 
occasionally ambiguous “buy Norwegian" sentiment, the U.S. can 
retain and expand its market position, either via direct sales or 
through licensing agreements with local firms. At the same time, 
the Embassy has noted greatly increased interest on the part of 
Norwegian firms in licensing and joint venture arrangements and 
direct investment in the U.S. 
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There is widespread recognition by government, business and labor 
that Norway must intensify its efforts to increase productivity and 
minimize costs if it is to improve the competitiveness of its 
traditional export industries. Some U.S. goods can aid in this 
drive for efficiency, and product areas that look bright for U.S. 
firms include: offshore oil and gas equipment; industrial control 
machinery; computers and peripherals; scientific instruments; 
communications equipment; and electronic components. U.S. firms 
should also continue to have good prospects for supplying civil 
aircraft for offshore and Norwegian domestic routes, and (hopefully) 
to the Scandinavian Airlines System operated by Norway, Sweden and 
Denmark. 


The current high value of the dollar limits the sales potential of 
American consumer goods and products readily available elsewhere, 
but U.S. exporters taking the long view will still find interest 
among Norwegian importers and agents, as was demonstrated by a 
recent Commerce Department trade mission for consumer products. 


In the agricultural sector, the United States is a significant 
trading partner for Norway: 18 percent of its agricultural imports 
and 8 percent of its agricultural exports are with the United 
States. Soybeans are the main import commodity (47 million dollars 
from the U.S. in January-September), accounting for about half of 
total agricultural imports from the U.S. The most important 
agricultural export to the United States is cheese (the U.S. 
accounts for about two-thirds of Norway's cheese exports). Despite 
Norwegian policies to protect the small farm population, there is 
reasonably a good market for U.S. agricultural products, although 
increasing Norwegian grain production makes Norway less dependent on 
the import of grains. 


The American Embassy in Oslo is well equipped to assist American 
business visitors. Working closely with the U.S. Department of 
Commerce and its 42 district offices, or through the Department of 
State and other Washington agencies, the Embassy supplies much basic 
information to the U.S. business community. Through excellent 
in-house facilities, the Embassy can provide a convenient forum to 
introduce new products and services to this small but affluent 
market. In August 1986, the U.S. Government will once again 
participate in “Offshore Northern Seas" in Stavanger. This event 
offers an excellent introduction to Norway's offshore oil and gas 
industry. Two trade missions (home textile and computer software) 
and two catalog shows (process controls and do-it-yourself 
equipment) are scheduled to be held in the Embassy during first half 
of 1985. 





Wouldn't it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 
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ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 
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I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 
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can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 


below to start your subscription 
today. 
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Here’s my check made out to the Super- 
intendent of Documents. 
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You might be, if you don’t have current, up-to-date in- 

ARE formation on the countries to which you are marketing. 
Overseas Business Reports and Foreign Economic 

YOU Trends and their Implications for the United States 
offer country-by-country reports with the information 


EXPORTI you need to succeed in overseas business. 
NG Overseas Business Reports (oBr’s) 
BLINDFOLDED? bring you detailed information on overseas trade and 


investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels © market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 
twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
U.S. Department of Commerce e International Trade Administration 
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